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Introduction
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ther income tax provisions in the atbudkget and th
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olicpfftsadad altermative policy options
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Comparisons to Past Tax Chang:

Some insight into the expectfedundnply tc oip athien gl etd
changes to pdbhée paxcecofscbasitable)comthreirbeu tti d m
the tax rate at whi cFhorc oenxtarmpbluet,i oinfs tahree idneddiuvcitdeud

1 Congressional Budget OfficBudget Options2009, p. 192http://www.cbo.govitpdocsA02xxidoc1029408-06-
BudgetOptions.pdf

2 Simple, Fair and PreGrowth: ProposalstadF i x A me r i ¢ a,” sT hTea xP rSeyssitdeermt > s Advisory Par
Tax Reform, November 2005.
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bracket, theitdxcptrimcg tlath. & S5taxpayer has to gi
contribhat oms, i1if the taxpayer in that bracket ¢
and only loses 75 cents that. could have been use
The taxoprgicving is affected by a cap on the r1at
affected by the Ghamgi dad tsHeatthdaprtfamaern amtaet ed s ubs
since the income tax was 1ntr o7d% caendd irni sli9nlgd ,a sb ehg
as 92%. St astiixtg eisg tthe miop rate was 70% for mart
with the VietnBemgWanmisgrwhboahgkbe¢gislation in 1981
reduced s.BEbftanfplity W&s redudad IDS8dmMm 70 %whase I
reducedRatoe 2i8%creases occurred in.Tla%h40e and 1991,
commares the magnitude of those past changes in t
deduct.lflown efipects are thase¢filfteetd dODri mpesicap:a c
(2009) top tax rate of 35%handophbdraswhfiwdt 38f 1 mp
scheduled for 2011.
The percentage changes 1in tax price 1in the 1981
compaithed he curr efiitdpfefoepcotssa lawiet hceo mplmapdifaelct wi t h
current,t haeaxl 981 dhk eogviesrl astiixont i mes asi eslvemrged ommmrd t h
times .Thel aombinerde2dmesgeshe size of the proposec
rate (where the main effects of the proposal wil
Table 1. Percentage Change in Tax Price,Top Tax Rate
Enacted Tax Percentage Change

Original Tax Rate Rate in Tax Price
Deduction Cap with Current Tax Rates 35 28 10.8%
Deduction Cap with 2011 Tax Rates 39.6 28 19.2%
2001 Tax Cut 39.6 35 7.6%
1993 Tax Increase 31 39.6 -12.5%
1990 Tax Increase 28 31 -4.1%
1986 Tax Cut 50 28 44.0%
1981 Tax Cut 70 50 66.7%

Source: CRS calculations

Tax rate changes differ from caps on deductions
effEkraegffect tends to be smaller than the price ¢
and in some cases we rFeoro fefxsaentp lbey, otthhee rTamr dPwil siicon
that allowing e 1individual trhaetletswoopudads ubke t o th

11. 6% redu on in tax priThe HWKB 6oMThx Red o4
with one of t deepest tax-eaquss$ing rhkechop vatetd

s t

t
ct
he
ribution adhoass 1hcomatalmaesdeno 1income effec

3 Urban Brookings Tax Policy Center, Table T0962http://www.taxpolicycenteorghumbersdisplayatab.cfm?
DoclD=2235 Table T090144http://www.taxpolicycenter.orgumbersdisplayatab.cfmBoclD=2194
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Tablaeddresses rate changes that affected the to
also r edmacle dt anxa rrgait es acr os™ na abirdd-it t oma m gaeosno f ¢
were allowed an itemized deduction in 1985 and 1

o O

Fi gdsleo ws ttehren poaft gi vaignef &LGOHDPaopedhehesipenpod

indication in this pattern odomtirginh utiiceamst afhtiefrt s
despite tax price increases, r e nmahiemead Ir epleaatki vel y
around 1986 is generally attributed by most rese
reflecting a timing s hift -aansn otuanxc ecdu tisn ftohre 11998876 a
but by 1989 contributi onvse.lhvandt rriebtuutrinoends tfoo Itlhoewiirn
t aixn ¢ rfeealsle rat her than increaseced.
A more detailed discussion noft htehenemat esmtcita lo ne f fbe
historical comparison suggests dahbhe igi windg kwillyl t h
occur .
Figure 1.Charitable Contributions as a Percent age of Output, 1967 -2007
250%
2.00%
150%
o
(=]
L]
1.00%
050%
FEFELFLELLS LS LSS LTSS
|—Individua| Charitable Contributions —— Other Charitable Contributions |
Source: CRS calculations based on the Center for PhilanthrGpying US2008 and National Income and
Product AccountsOther charitdle contributions (the difference between the two lines) include corporate,
foundations, and bequests.
4 See Gerald Auten, James M. Cilke, andiWila m C. Randolph, “Effects of Tax Reform

National Tax JournalVol. 65, September 1992, pp. 2890.
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Estimated Effects on Aggregat

To estimate the effect on charitable giving aris
el ememtesquatmme@® ds hare of donatigemasngdfiectpepdi c¢ h€ormpe
donations, and the. permanent price elasticity

Share of Contributions Affected

As shdwmg@irea relatively smal.ll share, 15.9% of al
affected by the itemized deducAdoar diarpg (twh itcthe a™
licy Center, the s haarte aorfe isnudbijveicdtu atlo ctohnet rtiwbou t
e 4. 7% for the current 33% bracket (36% in 201

0
ar

35% br 6%k eitn 23011 absedfhusaxa ltaowt alhamfge’?)..9% of i
charitable «emtrirzicebldu trveidtntteh mosne fianlalr g i nal- rat es . Som
income individuals will not betatéethedabtethati
minimum tax, with a maximum rate already at 28%.

Figure 2. Share of Contributions Affected by Itemized Deduction Cap
(in $ hillions)

Total Individual, $229.0,
73%

Affected Individual $48.7,

B sts, $23.2, 7.6%
equests, § b 15.9%

Foundations, $38.5. 12.6%

Unaffected Individual,
$180.3, 58.9%

Corporations, $15.7,5.1%

Source: Center on PhilanthropyGiving USA 20081d CRS alculationsAll percentages are as a share of total
contributions.

There is already a 11imit oofnt ecnh aerxicteachdbeedmeboyn thri igbhu t
donor s, and for some donors, contributions are n

5 Urban Institute and Brookings Institution Tax Policy Center, Charitable Contributions by Statutory Tax Rate, Table
T09-0175 http://www.taxpolicycenter.orgumberddisplayatab.cfmDoclD=2249
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not afface¢eecbadbylltheddaoa dOba.iphag ctlh e
xcess of contributions over deductions
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hich accounts fhosmamkauntdhdlddt thke exxesss
g income classes deduct it the foll owing
1

osxsl.bd i & % nfeqhieval ent to assuming that

djustment reduces the shedbmackededuvomi dn § ¢
nd t hd nghhbanmec kient. 2f% eot nh @223hre & P61 t he share

e
re
a

i

t

d
h

of charitabl e )cgomthreirteutti ams tfther tiatxe miaz

e
contributioforacxadpdected the indivpdiuad is 1n
0. 75, indicating that a taxpayer has to give up
the contribution fTakupes cteaxecanbpl3BDobenwdfiecctec
progr ams; for example,ofanc oonftfreirb uttoi omma twei ht he aacnh addo

David Joul fain, “Charitable Giving 1in LirfdddoelsSlerdrodat Deat h, ”

Rethinking Estate and Gift Taxatigwwashington, DCBrookings Institution Press, 2001).

“"Gerald E. Aut en, Charles T. Clotfelter, and Richard
Joel SlemrodDoes Atlas Shrug) The Economic Consequences of Taxing the @eambridge: Harvard University
Press, 2000).

8 Based on Internal Revenue Service Statistics showing $186.6 billion of itemized deductions in 2006 and $294.9
billion in deductions as reported Biving USA 2008, ie Annual Report on Philanthropy for the Year 2(@répared
by the Center on Philanthropy at Indiana University, Giving USA Foundation, 2008.
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om a -mpobghamgsponsor wo-itdmleed, ¢twoeima. £@x Ppr no
nl ytoS5@chdrtve af diodda@ame in contributions

are cal cullaitneeds :c ocmuprarreendt ttoa xt wrou lbeass ewi t h
rules in 201lllwiadhdirtates tod B hadi 8 9p 16
are also estimated incorporating the pro
% which affectsThid tesf fodctapipy ecnlay erde Ipa to

son of current taximoTaudmes .i'MérRtEgdbdlicans p
e i t form dlicecappleeiatf ediofpfacorpse gft rpam ptelret yv a
gohnatConsently, taxpayers are allowed to deduc:

SO0 O e O Liimth s Hh
o
[}
=p Y
(¢}

—m gD g O0®Oo —0 oI

thout paying .$heceatphd adogtaimfs & akollar of con
preciatedd awhett thelc@pital gains tax rate and
uld be taxed as a gainst)ddd TmbdR et hoef bcahsaer ictaasbel
presents the case with no appreciation. Two ca
0% of the value are i1included.

Table 2. Estimated Price Effects of 28% Cap on Value of Itemized Deductions

33/36 Bracket 36/39.6 Bracket Total
Compared to Current Rules 7.46% 10.77% 10.32%
Compared to 2011 Law 12.50% 19.21% 18.32%
Price with Gifts of Appreciated Assets Assuming 5.88% 7.51% 7.30%
Appreciation is 100% of Value; Current Rules
Comparison
Price with Gifts of Appreciated Assets Assumir 7.46% 9.27% 9.03%
Appreciation is Half of Value, Current Rules
Comparison

Source: CRS alculations

Note : Total price effect is weighted by the shareaaitributions in each bracket, which is the share reported

by the Tax Policy Center adjusted by the share at the maximum: the lower bracket is assumed to have 25% in
gifts of appreciated propertynd theupper bracket is assumed to have 50%, based on R@@fal Revenue
Statistics

El asticPtiee and I ncome

The third element needed to estimate the effect
proposed policy is a measure of the responsivene
basoend t he elasticity. Elasticities can be either
elasticity is the percentage change 1in giving di

9 One provision that is not considered in calculating tax price changes is the phaseout of itemized dedespit@s. D

the term used to describe it, the phaseout of itemized deductions does not reduce the value of itemized deductions at the
margin It is triggered by an increase in adjusted gross income, and, if itemized deductions grow with income, as is
commonlythe case, its effect is to increase the effective marginal tax rate by 8%ay that does not affect the

subsidy (Theitemized deduction is itsefivo-thirds phased out in FY2009 and is scheduled to be fully phased out in

201Q but will be restored i2011.) A simple model with the phaseout, L = t(y+.003()-D), where L is liability, t is

the tax rate, Y is income Yb is the point at which the phaseout begins and D is deductions, illustrates that the change in
taxes with a change in D is t. Genera#ligte income taxes are enough to cause deductions to grow by 3% of income,

but there may be occasional circumstances where deductions do not grow fast enough. In that case the itemized
deduction phaseout would reduce the value of charitable deductiodstdNare available on the size of this effect but

it is likely to be small.
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equalt)t)s. (TThis rel ationtsihaipt i sgmeatacer vteha m nadn @ ni 1
generally referred to as relatively elastic, wh i
relativefAyn iimnecloanset iecl.asticity is the percentage

percent aigre icrhcammmgee and i1is positive. The remainder
elasticities.

Price elasticities greater than one indicate tha
revenue | oss; if price elasspandimg a@aaowl debs adh
ot her means, such as direct grants.

The evidence on these elasticities is generally
of giving generally occurs through thes¢dx syste
on comparing individuals who face different tax
recently researchers have used panel studies tha
focusing on the individual meHaWwsveproaggeegame ¢
effects As mnoted above in the historical compar
suggestlve of a significant response to tax Tr1ate
directed nato med @dnkdsi viias in 1990, 1993, and 2001) .
change between 1980 and 1983 Similarly, with th
output was 1.47% in 1983 and 1.45% in 1989 Whi |
manygtepntially important factors, the lack of evi
tax changes cannot be very large.

Another way in which the price of giving changes
has devel oped ewhriecshp oenxsaemitnoe smatthc hi ng grants thr o
experiments where solicitations vary randomly ov
matching grant. These studies have generally fou
studynnohhaeacement of matching grants led to i1incre
match did not matter; the estiianotdhervesrtaudy pfroiu
that the matching grant (up tlol ear grievsepno masneo utnhta)n a
apprising prospective donors of ¥ lead contribut
In a study that s ur-mewoerdt hp hhioluasnet hhorlodpsy, aonnde hqiugehs t
whether tax payers would rwarue end hteax dceduwdttiaddse
donat®Fofiswo percent of respondents said they woul
37% said they would somewhat decrease donations,
donations. Since,i cact wao u3l5d% irnactreec atshee btya xa bporut 5 0 %.

101n general, necessities for which there is no close substitute (such as insulin, water, ordoodpodities that take

up a very smaliraction of the budget should have lolasicities while goods that have close substitutes should have

higher ones. As with many commodities, charitable contribu
type or anotherthey do not have close substitutes and tend to be a saniatifihe budget for most people but they are

not necessities in the sense that food and water are. (However, a necessity is in the eye of therblidioldear

ethical beliefs or the interaction of charitable givinghwebcial status may make chabile contributions more of a

necessity than many other expenditures).

IDean Karlan and John A. List, “Does Pr i-ScadleNMuaralFieddr i n Char i
E x p e r i Tthe Ameericah Economic Reviewel. 97, no. 5, December @D, pp. 17741793.

2 Daniel Rondeau and John A. LiMatching and Challenge Gifts to Charity: Evidence from Laboratory and Natural

Field ExperimentsNational Bureau of Economic Research Working Paper 13728, January 2008.

13The Center on Philanthropy, TBE08 Study of High Net Worth Philanthropy, Sponsored by Bank of America,
Indiana UniversityPurdue University, Indianapolis, March 2009.
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with current t ax
a

rates, e central eBlal fna sug
of 1% in charit l e

t h t e
b givin® in response to the pr

Table 3. Effect on Overall Giving of Itemized Deduction Cap

Low Elasticity: Central Elasticity: High Elasticity:
0.1 0.5 0.79

Comparedwith Current Law -0.16% -0.81% -1.28%
Comparedwith 2011 Law -0.28% -1.44% -2.27%
Price withGifts of Appreciated Assets -0.12% 0.58% 0.91%
Assuming Appreciation is 100% of Value

Current Law Comparison

Price with Gifts of Appreciated Assets -0.14% 0.71% 1.13%

Assuming Appreciation is Half of Value,
Current Law Comparison

Source: CRScalculations

Current Effects of a Future Change

One issue of concern raised in response to the C
the current economic downturn. The proposal 1s n
the prtiscef erf ftere dedudabPewoapd(astshopphyinntil

Moreover, there should be an increase 1n current
present in anticipation of higher costs in the f
1ikely bepehringahneern tt hoanne s al t houAmpearhcdisx WA dedce pr
But even at the elasTablisehyoudfd b.eS5,t urlme dr d dit ©t ii mn
taxpayers make donations mnow (1i.e., a 0.8% incre
Transitory price effects wouelsd ianl s200 lolc cwerr ei ft ot hbe
confirmed by legislation making all but those ta
deduction cap. Because taxpayers would be certai
the tax price lowat, gikenpgwoiulhd daeafgartaderef thi
on the extent that taxpayers did not already exp
of a price effect, the pricel3t90d8€p)donsthbempapecd
the future or 6 % -hhii gghheesrt; bfroarc ktehte tsheec opnrdi ce woul d

at an elasticity of 0.5 contributions would fall
Income Effects

The recBab3tree fiect only the changes in relative pr
There are income effects associated with the cha
s mal 1l since on avebageoonhaartabbsmaldhkgkepartypfcal

15This number is smaller than that estimated by the Center for Budget Policy and Priorities, which estimated 1.3%
primarily because they used an elasticity of 1. See Paul N. Van de Wabpgsal to Cap Deductions for High Income
Households Would Reduce Charitable Deductions by Only Aboutééter on Budget Policy and Priorities,
http://www.cbpp.orggmsindex.cfm?a=view&id=270Q As they indicate, a larger number estimated by Len Burman,
Urban Brookings Tax Policy Center, is about 2% and compares the effects to the higher 2011 rates. The Tax Policy
Center las also increased the estimated share of affected taxpayers since those estimates were made.
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See Charles T. Clotfelter, “The I mpactA olf9 8t9h eP eThasxp eRet fi ovrem .

Ed. Henry J. Aaron and William G. Gakgs.,Economic Effects of Fundamental Tax Ref¢Washington, DC:
Brookings Institution1999.

17 Urban Brookings Tax Policy Center, Table TOB36,http://www.taxpolicycenter.ofgumbersdisplayatab.cfm?
DoclD=222Q

18 Urban Brookings Tax Policy Center, Table TOB38,http://www.taxpolicycenter.ortxtopics/
2010_budget_tables.cfm
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administpatkage would lead to an overall effect
income effects.

ncome tax effe
S , the effect
I %w, Ccharitabl

The overall efTakidtelackbudepgrat
account gifts of appreciated as
would be a reducompared WwWesh 208
about a 1% due to the proposals

Tabd4deoes not report sensitdivfifteyr eanntaillaglbJiess, f eacltt hforuo
for the withn® Hinicsoame e 1 a s t iAcpipteinedsi wruefpsoirdtee do fi nt h o s e
were mnot statistically significant, range from 0
3.2% and a net, using a 0.5 pmicae aslea sotfi cli. t7y %a f

Table 4. Effect on Overall Giving of All Income Tax Proposals in the Budget Outline

Price Effect (0.5 Income Effect
elasticity) (1.0 elasticity) Total Effect

Comparedwith Current Law -0.81% 0.00% -0.81%
Comparedwith 2011 Law -1.44% +2.47% 1.03%
Price with Gifts of Appreciated Assets Assuminy -0.58% 0.00% -0.58%
Appreciation is 100% of Value; Current Law
Comparison
Price with Gifts of Appreciated Assets Assumil -0.71% 0.00% -0.71%
Appreciation is Half of Value, Current Law
Comparison

Source: CRS alculations

Effects by Types of Charitabl

Di fferent types of <char itthiee sc hmanyg eb eb eacfafuescet et dh ed inf
are more concadmtcroantee d omionrdsa. @ dHadgohneorr s contribute
of their donations to contribute to health, educ
and less orgamdlziagiioms , those meeting basic needs
organizations.

The different types of recibpiighreae ffidnmcgdnelr cont ri
individuals contributed the same s halrachd eas overa
would apply oweakl,ckbardenee. i Hdicatencbobmet patt
individuals differ from those of overall giving.
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Figure 3. Donation by Type of Charitable Organization, 2007
(in $ billions)

Other, $43.91, 14%

Religion, $102.32, 34%
Foundations, $27.73, 9%

Arts, 1367, 4%

Public Society Benefit,
$22.65, %

0,
Health, $23.15, 8% Education, $43.32, 14%

Human Services, $29.64,
10%

Source: Data from Center on PhilanthropyGiving USA 2008

Tab3ueses data imewosthdphohahihBhopy to estimate

acyso di fferent types of organizations, combining
Tabd®( SAppendiox Bhe methodology used.) The study
each type of charity that were di-recomed donohe n
give a sfhatheshadenetions to charities that bene
As the table indicates, chardimicosmet daomoamse wndt
very small reductions or gains, depending on the
organicambomed purpose charities and charities d
Organizations that are more |li-kedomde¢ oi bedi viedupl =
be more likely to have reductions hiwigifts and t
experience the greatest declines, followed by ar
Table 5. Estimated Effects of Income Tax Provisions by Type of Charity and
Charitable Purpose (Price Elasticity 0.5, Income Elasticity 1)

Current Tax Current Tax

Rules: All of Rules: Half of

Current Tax Appreciated Appreciated

Type of Charity Rules 2011 Law Assets Gains Assets Gains

Religion -0.06% 2.30% -0.01% 0.05%

19 patterns oHousehold Charitable Giving by Income Group, 200®pared for Google by the Center on
Philanthropy at Indiana University, Summer 2007.
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Current Tax Current Tax
Rules: All of Rules: Half of
Current Tax Appreciated Appreciated
Type of Charity Rules 2011 Law Assets Gains Assets Gains
Combined -0.21% 2.13% -0.15% 0.08%
Meet Basic Needs -0.13% 2.15% -0.13% -0.06%
Health -4.29% -2.51% -4.01% -3.68%
Education -1.99% 0.19% -1.77% -1.59%
Arts -2.39% -0.35% -2.23% -2.01%
Other -2.13% -0.05% -1.97% -1.78%
Giving to Address -0.61% 1.57% -0.54% -0.4%%
Needs of Poor
Total -0.81% 1.03% -0.58% -0.71%

Source: CRScalculations based on estimates in this study and data on the allocation of donations by income
class prepared by the Center on Philanthropy at Indiana University

Note: The last two columns incorporate the effects of gifts of appreciated property, with the same assumptions
as inTable2, Table3, andTable4.

Estate Tax I ssues

The modern U. S. e sptaartte otfa xx hwa sReevreancutee dAcas of 19 1 ¢
onset a deduction for PhAsarnotacbd ea bboeweu,e scthsa rwiatsa tall
make u approximately 8% of all charitable givin
deductionx tdeduedti @ame ftoa charitable bequests 1 ec
value of the charitabl eSibibcQelt6hset ttoipmemsa rtghien aels teastte
rate trenfdacrempwamdg t he fvar urepioghsetah bedodectreor ) !
course and t r(ernedd uncgi ndgo wtnhwea rvde veepa ¢ he2he ydadunctio
Under cytrire nd shthastwabetgana l ed in 2010, before reappe
the foll owilntg owegahr ttihveer ep raorpeo sl adlpse stkoa frleuvcitsuea ttihoants.
estate taxation could have important implication
coming years. I n’sEY¥2@ ¥ @ s a nklutdhgé tPdasitiddiemmnetn t h e
estate GG% 4mdmtthse 2Senate Budget Resolution for
tax rate by 10 percentage points

Unlike the personal income tax, the ddduau¢tion fo
is not to say thaswuesi mr kalmodfiapctte, 8 btuhtei obneanle fiist o f
for charitable bequests against the taxable esta
estates than ufidies ffidall ows ofmromatxhe structure of
histoally had a high exemption, resulting in a n
year s i’hFcoer 1t%hliés. narr owadual§$riadtheo wheavse rb,e etnh eh i st or i
high, though trending downwarrtde rf rcoenm t7u0r% .t o 45 % o
®Frank J. Doti, “Estate Tax Repeal: HiTatNotegAprikld, Dat a Indica:
2003.

21 Darien G Jacobson et alhe Estate Tax: Ninety Years and Countidgs. Department of the Treasury, Internal
Revenue Service, Statistics of Income Division, SOI Bulletin, Washington, DC, Summer 2007.
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As in the case of the 1ncome t
t ax, the estimated effect of d
temporary changesegstamtde tthaex ed
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ax discussion, t hi
ifferent regimes o
egitfst o fduthieng t he
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Source: IRS
Notes: Rates for2010 and 201Are based upon current law.

TabBeexamines how itthlks et op dmatgiomasl estate tax rat
price of charitable bequests. Taken together, th
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sinche enactment of TRA76. The result 1is that 1 n
much reduced incentive for charitable bequests t

Table 6.Top Marginal Estate Tax Rates and Percentage Change in Tax Price of
Charitable Bequests

Top Estate Tax Rate Top Estate Tax Rate Percentage Change in
Before Enactment After Enactment Tax Price
Tax Reform Act of 7% 70% 30.4%
1976
Economic Recovery Tas 70% 55% 50%
Act of 1981
EGTRRA (2002009) 55% 45% 22.2%

Source: CRS alculations

Figbsleows the pattern of charitable -DE@lests as
time period. The pattern of bequests shows s ome
While ktantbe said concerning the 1976 tax change
increased charitable bequests prior to the tax p
reductions in the top mar ginal teos ttahtee ttaaxx crhaatneg.e
compared to changes in the personal i1income tax r
timing of death, whtiohbesshovbngtyecolltpglahodglwit
worth noting thadquasgandrval Ity sGtDaPyed within a na
time Pporiedample, both the 1969 and 2000 levels
the inability to smooth charitable betqgyueecasrt s over
variiahéegomests as a ipserncoetn tuangeex poefc t @RIP
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Figure 5. Bequests as a Percentage of GDP Compared with the Top Marginal Estate
Tax Rate

0.30% 90

0.25% T

0.20% +

0.15% +

0.10% +

Bequests as a Percentage of GDP
Top Marginal Estate Tax Rate

0.05%

S oo A\
e

A B O AR AN AT ABABABABAN ADAD oD o™ o B o BB o A D D D N L ok B A N Qo
& ABANAYAZARADAB AN 4D P TS 20 8\ g P P S o
FFFEE G888 88 S FFFFFFFFFFII I P I PP T IFIE S

| N Bequests —+—estate tax rate |

Source: Giving USA 20G@td IRS

Estimated Effects on Aggregat

To iensatt ¢ t he effect on charitable giving of c¢han;
the share of bequagcthsa nagfef eicnt epdr,i cteh ef opre rtcheonste b e g
el aisttyi cand the wealth elasticeisttyu.t eAlttalxo wgh ec narn g
exemption are expected to elicit behavioral r1esp
effect of changes in ®* he estate tax rate in this

Share of Contributions Affected

As shdwmgeirea rel ati @#d yt oyjoffad4da brhiatraebl e contribut
would be affected by the repeal aampdprrexinmataeleyne n
2% of decedents). Using Giving USA 2008 and SOI
bequests in 2007%s wkijrec tmatde@®Itmly ea aleddittditowen ,t aaxn.ot her

22 See Congressional Budget Offidde Estate Taxral Charitable GivingJuly 2004, for a discussion of how changes

in the estate tax exemption affect charitable giving and the magnitude of the behavioral respadsifon, the

treatment of capital gains is expected to have a minor impact on ctakitalests, due to the low tax rates on capital
gains. The expected effect is further reduced, since capital gains are relevant only to the share of charitable bequests
that arise from investment appreciation and the likelihood that heirs would not mEradmf the appreciation

immediately

23 The Center on Philanthropy at Indiana Universgjying USA 2008: The Annual Report on Philanthropy for the
Year 2001Giving USA Foundation, 2008) and U.S. Department of the Treasury, Internal Revenue Statigt&sS
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abwer bemadas t bfyi lsetda dect e $ akhatt ur ns,

Figure 6. Share of Total Charitable Giving Affected by Changes
in the Estate Tax Rate, 2007

(in $ billions)
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Unaffected Bequests, $3.5

Potentially Affected
Bequests, $7.4

Affected Bequests, $12.3

Corporations, $15.7

Foundations, 538 5

Source: Center on PhilanthropyGiving USA 20081dIRS and CRE&alculations

Percentage Change in Price
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% tax bracket, t he ttahaes ptaatixe er i we av chaalbtihe d i ¢ a t i
55feene¢dasch dollarTalbllie Harsittraalt lees theogvu e shte.
aritable bequests under currens Buw@utcloimmpear es W

fects and the FY2010 Senate Budget Resoluti

dget OutlineO®8&r)Jaewquivalently, 20

of Income Division Estate Tax Returns: By Tax Status and Size of Gross E3ttsher 2008http://www.irs.gov/
pubirs-soil07es01fy.xls

24 Estates are required to file an estateréamrn if the gross estate is greater than the exemption level of $3,500,000 in
2009. Deductions for spousal bequests, charitable bequests, funeral expenses and discharge of indebtedness are
subtracted from the gross estate to calculate the taxable egtatewhich the estate tax is calculated.
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Table 7. Estimated Price Effects of Estate Tax Changes Under Current Law, Relative

to the Estate Tax Proposal in the Budget  Outlines

Top Estate Tax Rate Tax Price Change in Tax Price
2009 Law 45% 0.55 -
Senate BudgeResolution 35% 0.65 18.2%
Estate TaxRepeal 0% 1.00 81.8%
2001 Law 55% 0.45 -18.2%

Source: CRScalculations

Price Elasticities

The third el ement needed cthoa reicstot ai bniraatdbauett ihoon se f f e ¢ t
changes inchaeipabke bdquests i1is a measure of t hce
changes in the estate tax rate. As mentioned abo
elasticities: the percentage change im charitabl
price (with-tpr)i.ce equal to (1

Mo s t evidence on these elasticities comes from a
of the pers,andl of n¢cbmes et asxudeesioenel gcssentealtbygt
time ocmurardandd.onl these studies fooctwobki eon t he ¢l
spouse, since the 1ncent ittvdeise asrpeo udsief fgiicweln tthoe sep
the marit2®@As dneodtuecd iaobnove, a viluaHarixtaanhha tb equ ®
the top marginal estate tax rate provides qualif
charitable bequests. This suggests that the beha
relatively elastic.

Anot her mfoaarmat iodns poonn stihvee ness of bequests to c¢ha
is the expectations lir ehcisegnhtdmye tt hwar tshu rlveewseedh chli dgsl
house&phidant hropy, one question astklkai was whet he
charitable gt ameng irféhichehywedset apficerrceesnptondent s sai d
would not reduce their donations at all, 7. 8% sa
only 2.1% would doamai Gosté hay trbeepceraela soef t he est at
resul't in an 82% increase 1in the tax palce of <ch
response to a change 1n ,t he ceosrtdaitneg ttaox siusr vreeyl artei:
Given the noifx etdh ensees staygpee s of evidence,i smore soph
considelmed his area, economists have generally f
in the tax pricéTahfsehastudabbkeubeqeteéheaxprobate
%Wojciech Kopczuk and Joel Slemrod, “Death ®Alicid Dollars: Th

Munnell and Annika Sundemds.,Tax Impacts on Wealth Accumulation and Transféfashington, DC: Brokings
Institution Press, 2003).

26 The Center on Philanthropy, The 2008 Study of High Net Worth Philanthropy, Sponsored by Bank of America,
Indiana UniversityPurdue University, Indianapolis, March 2009.

2’Mi chael

Tax Journal

and

J. Brunetti, e“ Bhequkssttast:e ETaaxs taincd tGh alMationabmalt e s Us i n

vol. 58, no. 2 (June 2005) ; Jon M. Bakija, William

Taxes on Inheritances and Estat e sPaperagngPrecgedingsof Evi dence
the Annual Meeting of the American Bomics Associatign v o | . 93, no. 2 (May 2003); Micha
Taxation
“Estate

and ChJaurnal of Pblic EcomomigsoleSs no.s12 (Jan./Feb. 1976); and David Joulfaian,
Taxes and Charit ab he?2(Beptgmber2006) ardfour recent exainplaesloft hy , ” v ol
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eturns to look at how individuals respond to es
tudies identify the tax price by way of either
ate schedule over timendNoetduaahabebanbhike,thstat
annot be examined by following an estate over t

b8sehows the results of applying a range of pric«
ntral estimates frobr ¢ h’'eRlwd@edti leish b eCoamgpmtrreadl t o
timate suggests at ortehdhurcicttaaobhlriadbivoonv ar r2p2%li o f t
tataem tiammx,rease of nearly 1. 6 %afiaddeemeraswe rotfi ng t ¢
arl ¥yrbm6Wdopting the Slchreatleo wBwredgestt iRdstaogl wtsitad m:
t ttelre falhser ved HMngGOemparde BrreesnsBudkPdat | i ne

hleo w e leassttiimaittey s uggas t s% s whcehdhur cicttol aoinlr sdbfuotm o n
repeal ofanthacekbmb®Wefotfeam, revertingand a2001 est
ecrease of mnearly 1% from adopting the provisio

0O o8B 000 4 08 n -
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Table 8. Effect on Overall Giving of Estate T ax Changes Under Current Law, Relative
to the Estate Tax Proposal in the Budget  Outline

Low Elasticity: -1.2 Central Elasticity: -2.2 High Elasticity: -3.0

All Estates Potentially Affected by Change in Estate Tax Rate

Senate Budget Resolution -1.40% -2.57% -3.51%

Estate Tax Repeal -6.31% -11.56% -15.77%

2001 Law 1.400 257% 3.51%
All Estates Subject to Estate Tax

Senate Budget Resolution -0.88% -1.60% -2.19%

Estate Tax Repeal -3.93% -7.21% -9.83%

2001 Law 0.88% 1.60% 2.19%

Source: CRScalculations

Current Effects of a Temporary Change

A note of caution i1is required to interpret the e
the timing of death combined with tht Fktae&wporary
could lead to decreased tax planning and subsequ
together wishuttthendaiestiadiemtt he 2009 form of the
likely greater, i1imxprscsaliifsecsntart  hAwnwwhatfoll

Ef fect of Change Liif e Cshtmartiet aTbalxee s o n
Contributions
Changes n the estate taxefff mpactonchdrfiettdbbnee ggivyrr

i
literature has devel opgeedn earraolulnyd ftohuinsd qtuheastt iloinf eatn
charities responds in a relatively i%flenlastic man

this literature. Pamela Greene and Ratidnal Fax JodMna@d. 54 1 and, “Tax
no. 3 (September 2001) in contrast, finds an inelastic behavioral response.

2%Somepromient examples of this literature are Gerald Auten an
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Some economists argue that the graduated rate structure of the estatadfly gnsures that the
price effect will dominate the wealth effect and that if the estate tax were assessed at a flat rate
the wealth effect would dominafeThis assertion fits with the elasticities found in the economics
literature and, thus, it is heurprisingto find this same pattern in the overall effect reported in

articular, a permanent repeal of the estate
7 %. Thaalti nigs ,t hree peest ate tax would raise the

urce of information i1is the examination
eriod.FiXAsBreebher vt absi em bpeeqruceesnttsa ge of GDP
cwgrgeamsgdng a weal thhywebvasesficompantfsonaranni
/ downward sloping line would have been

1 studies which estimate the wealth e
able. bOgqarealtl , vahy wiuedilgbelowdh weal'tt
ue, the price el as tiitaisdsinhehse. Given t

sultFalpdreasbatred omly reflect the change 1in
ge in the estate tax rate. A c-hawmge 1in
t haWHiel ewesadmeéh uncertaintytseitguonds chatima

t he

mul t

of
tr

ind

beque
unit
, however, may be influenced by other

1
h
h

Table 9. Specifically, compareditht he Presi dent’ s tetewould e repealir

reduce total charitable contributions by nearly 4%, or a 50% reduction in charitable hefgiests
way of comparisomeverting to 2001 law would increase total charitable giving by close to 1%
while adopting the provision in the Senate Budgesolution would decrease charitable giving

by nearly 1% Evaluating these alternatives at our lower price elasticity, the resulting total effects
are signiicantly closer to 0, 0¥0.66%,0.15%and-0.15%of total charitable contributions,
respectively.

Inter gener at Joornakol Publiac Ecanemicgot. 59, nd. 1 (January 1996); Congressional Budget Office,
The Estate Tax and Charitable Givintuly 2004 http://www.cbo.govitpdocsb6xx/doc565007-15-

CharitableGiving.pdf and David Joul faian, “Ch WiliamGale &and Jo€ Steradn g i n
eds.,Rethinking Estate and Gift TaxatiofWashington, DC: The Brookings Institution, 2001).

29 Wojciech Kopczuk and Joel SlemrdiDeath and Dollars: ThRole of Gifts andBequests in Americajn Alicia
Munnell and Annika Sundemds.,Tax Impacton Wealth Accumulation and Transfé¥§ashington, DC: Brookings
Institution Press, 2003).
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Table 9. Effects on Overall Giving of the Estate Tax Proposal in the Budget Outline

Price Effect: -2.2 Wealth Effect: 1.0
Elasticity Elasticity Total Effect
Senate Budget Resolutior -1.60% 0.73% -0.87%
Estate Tax Repeal -7.21% 3.28% -3.93%
2001 Law 1.60% -0.73% 0.87%

Source: CRS alculations

Effects of Changes in the Est

Charitable Objectives

In addition to the overall effect, categ

ories of

me nt iaobnoevde ,-i hd gtlherdonors contribute larger shares
education, art ., environmental, and similar organ
meeting basic needs, an dd ucroimbgientehdmn épgudtipeafsack sor ga ni
out charitable bequests by type of charity. Comp
much greater dkhguesos.cODdrtthebhemaining charitie
percentage terms relative to lifetime giving, wh
better than religion or human services organizat

Figure 7.Charitable Bequests by Type of Charitable Organization
(in $ billions)

Other, $1.11, 6%
Arts, 5058, 3%

Public Society Benefit,
$0.29,2%

Health, $1.17, 7%

Human Services, $1.04, 6%

Philanthropy and
Foundations, $9.56, 54%

Education, $2.67, 15%

Religion, $1.17, 7%

Source: Center on PhilanthropyGiving USA 2008
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licy Options

Charitable contributions have a public goo
mar ket economy, providing a justification
provisinon ,o0forgrdairect provision of goods (s
andegcaeducation, and other goods).

The argument typically magdeucfthora sl itrhiotsien gf oir
giving,thboiditStuibwedtiieasl for s ome 1 nddiuvei dtua It
difference inlmaaddnal onaxifathse. price el a
loses more in revenue than the chatiotwpsgadi
inefficiency

Al termaltivoemdbpghti ® hfsdi infdf sear ema e oTfh er etvyepneu eo f r
source could reflect efficiency goals (whi

distributional objenue vicrsa mecmimghh @emxpayesi np

Because of the large share of bequests that 1invo
spending c¢han gdeesl aayreed laisk efloyu ntdoa thiecons tend to r1et
future. (These effevivosagiuwulng wheme wifhsiombaer
foundations, to endowments and supporting organi
of whliayh tdlee spending of charitable funds; t he 1
limited, however, because of the smaller share o
ultimate timing and distr i bduitfifoinc uolft ctoon tdreitbeurtniionn
they may likely be devoted to the same ultimate
income iddifetdwmael i ving.

Of course, when evaluating the effecttofilpolicy
share of bequests 1s only one determinant of the
charity being a second factor. According to one
organizations are r1elatitvaex ypruinae,s pwhisliev eb e qpu ecshta
and medical organizations, along with religious
Alt hohghe results generally conform to observed
education appwearys tld kbked yamduaend o aggregation bias

ds asop
for go
uch a:

t ecnhiazre
sheas ¢
sticit
n s 1 n

evenaud
ch mig
. rev

Oneppropfichhe concern about the itemized deductio
contributioabaidisltcdmlce xohadérom the cap. Accordin
Service St atfiosrt i2¢c0s0 60,f clhnacroimtea bl e contributions a.
deductions faonradvtelre a$dy uG,t®k00, greps ecsrenome i vekaod t
taxpayers affected b¥fhuheabdbemi aegdqudgdmmedohreap
the itemizewodbtdubetienccapiclead dbogntexiclh wtdii mmes c har
A revreaniusei ng alternative totbhe mpdpfgoonr iotre miedadd n
allowing deductions only in dxcdssmidfi nagg ptecrec @amtoa
deductions th(Ehercani beatakiehing of 50% of adjust
gi fts, and smaller ceilings for oth€eilypgs of ¢
already exisd¢r dotr dbwatstagdr igeem stnhte a moawmndt of t he mo
®¥David Joul faian, “Char i tNatibrialeTaxBaurpalvel.s44, no. 2(Jude 1993)t at e Taxes , ”

31 Ceilings and floors for charitable deductions wereuised in proposals in past Congresses to expand the deduction
to nonitemizers. Se€RS Report RL3110&conomic Analysis of the Charitable Contribution Deduction for-Non
Itemizers by Jane G. Gravelle
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centage oefx fionrc ommeed ifclaclo resx pens e s, casualty 1os
uc)Ai 6 heoor would likely preserve the i1incentive
trihdaddrodisng to the 2004 Stdv6hsofccoafribaomo
made by taxpayers who contribute at 1least 19
i bute at .Tlheea sotv e2r% lolf cianpc oome ittt mizedsdeduct
31 billion whaethuSulthyey afifhaatli cvositn oFY2&k1
on woul dCBbOe casbtoiunta t$e7d btihlalti can 2% f 1l oor on
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Conclusion

Concerns about dire consequences for charitable
at which itemized deductioDependivngl oad whpphaset
rafaeues ed a si rgaehhea rbiatsaebll e deductions would decrease
2 %, and if income effeotustakeniamasornpwheatedwothd
charitabMoeaegpiveirng since the change 1 swonmnuoltd schedul
not reduce current giving and, indeed, could inc
The provisions on the estate taxhadsbdhbeemooase
important per.THelteteonofioavefiuethe cwihthent estate
elimination of the tax now scheduled for 2010 wo
it compathed@pPpdOd rates scheduled to be in effect i
The effects of the cap on ibteeqmiezsetd dechduc tmiogrhst aan
di fferentially affect certain types of charities

32 SeeCRS Report RL34249 he Tax Reduction and Reform Act of 2007: An Ovenbigwane G. Gravelle
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Appendix A.Evi dence on EladViveostie
Giving

TabA-lreports the results of six different studie:
attempt to measure both permanent and transitory
charita®TwogofWimlgese studies (BakspaprewmiddBdks pm
crltiques of other studies and some sensitivity
and their str e nRgetshusl tasn dt hwaeta kanrees sneost. st a.t i st icall
Lack of statismscadhatsignldlfhoaghe ameal ationship t
estimated, there 1s such deviation from that r el
clear causal effect. They are wuswual luye,s atlhtahtough
are close to zero.

While the studies ddiisfefdeerd oi v, noenteh oddiofl foegrye,n caes 1 s t
use€ldx return data are available for general use
and the Joirntax@ddmiet tCooen gare s sional Budget Office,
taxpayer data but must have uses )Tahpep rdoavtead obny t he
giving amndpertoabxa brlayt essuperior in these s+tudies and
inc édme p ahyoewresv;er, such research cannot be replica
anal ysisOtbhye rotrheesresarchers have to use public use
Of the s ilTabd teudireese i(nMRandol ph, Auten et al., and
data and all had as authofheoBakppathodsMaClebhs
with a CBO ¢ oasutnhsoirt,i viintcyl vadneadl yas i s for t he Auten
use file, Ahoet o thhee rt atxwod asttaudi e.s also used a publ
Many of the studies listed below report multiple
generdatempnhn as made to report the results that a
For comparison with this table and to i1illustrate
Bakija and McClelland, who pr eds ecan tsetda nad arradn gpeo oolfe
Cros section estimate, the type that had been d
cuts that did not .Hekatl withmatrenshowed eddfekts t
cross section cittusi i@ , andpancenedmstel asticity o
In general, the theoretical expectation is that
income effects are small (due to the permanent i
Price lasmsdt i mictoimes el asticities in cross section
and transThpas yl gewfafmeapresncte e 1 a s teirc iptey mame na hinglo m
elaswoeldybet expetch ®sde observednitwocssudiesction
Randol phndlIB2%k) ja and Heim (2008) find these res
elasticity is only marginally higher

3The studies are William Raivedaxdspahd,the tining af Chaiitable ] nc ome, Progr e
Cont r i bTheJouonal of Pdlitical Economyo. 103, August 1995, pp. 70®88; Kevin Stanton Barrett, Anya

M. Mc Guirk and Richard Steinberg, “Further EviNatomk e on t he
Tax Journa) vo. 50, June 1997, pp. 3213 4 ; Jon Bakij a, “Distinguishing Transitor
of Charitable GivingwithPrAn nounced Changes 1in the QGesaldE.JAaten,Sieg Oct ober 200
Holger, and Charles T 1 o t f ehhritable Qving;‘liitome and Taxegin Analysis of Panel Dat#merican

Economic Reviewol. 92, March 2002, pp. 3718 2; Jon Baki ja and RobRMeClelland, “Ti
Charitable Giving Behavior: Reconciling Divergent Approacheskandt i mat e s, ” December 2004, Mi mec
and Bradley Heim, “Does Charitable Giving Respond to Incen
for Predictable Changes in Taxation,” Natiost2008. Bureau of E
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Table A-1. Elasticities from Studies that Accounted forTran  sitory Effects

Permanent Transitory Permanent Transitory
Price Price Income Income
Study Elasticity Elasticity Elasticity Elasticity
Randolph (1995) Giving weighted -0.51 -1.55 1.14 0.58
Unweighted -0.08* -2.27 1.30 0.09
Barrett et al. (1997) -0.47 -1.18 0.495
Bakija (2000) -0.29* -1.15 0.44 0.79
Autenet al. (2002) 198@3 data -0.79 -0.52 0.40 0.45
19801987 data -1.26 -0.61 0.49 0.49
19801992 data -1.26 -0.40 0.87 0.29
Bakija, McClelland (2002) Basic -0.24 -0.40 0.72 0.02*
Using taxreform instruments -0.29* -0.56 0.27* -0.06*
Basic with lagged variables -0.75 -0.50 0.40 0.14
Tax reform instruments, lagged variables -0.74 -0.66 0.04* 0.11*
Auten et al. method; with foresight -0.64 -0.34 0.55 0.12
Bakija, Heim 2008: aggregate -0.70 -0.47 0.91 0.25
<$100,000 -0.147* -0.500 0.104 0.301
>$200,000 -0.654 -0.589 0.783 0.271
>$500,000 -0.483 0.730 0.608 0.301
>$1,000,000 -0.493* 0.557 0.916 0.320
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00*%B#®9ed on the specification he prefers and h
evidence of a permanent price response

Randolph study differs fromyt mes i mtgh earvesrtaugdki e
ome ovas Ppkempaeatl income and estimating trar
allows a broad scope for shiftingThiver t i me,
oice may be influenced by experiamsdagwisthbbraapi
riods to control for transitesphdsfwers were n
asohable.

S~D o D= B e
00 >aoBs 5 O —
(@]

Barett et al. allow limited intertemporal shiftin
deal withThddy uf écomelyatrplayr toin how quickly adjust men:
find to DbRhevierr ypameli dal so does not include tax r
important exogenolilse y ofuircd a fl ovwmerri apridnanes sel astic
setion, but also Adiskmallhei me¢dhma sltasdtiiesi,t t his st

fixed effects which are designed to control for

philant hropy.{ Rnaldogpdhas cowndlideindouta le nfpilxoeyd ienf f e ct s

used an average over the entire panel for per man
from a f)iOmed dafafwbeaate k, however, of fixed effects,
that the fixebd epfifcekcitn gc ouupl dp earlmsaon e nt i ncome ef fe
valu of (Theaet Balrasttitcietty al. study also allowed :
intertemporal substitution.

Auten et al. also use fixed efifeRst spammdt endreut i
Bakija and McClelland, they also had a problem i
the tax Il aw (thattaxi sy,e alr9 86h awna sl 9a8 7h iegvheenr t hough t
1989 were ass-aanhatudirdoepdiitth taaxyprreates) which would
elasticities up. This was a particular problem f
McClellandt heies tmmadade edusing a public data file a
Bakij0d)( m@kinly contrast éd bhyi su smondge 11 evgiitshl aR aendd otlry
in tax rates as the way to deter mine the transit:t
base their analysis off Aut en nento vaalt.i oannsd, whhielier t
changes are to model expaddtued meaaxt dhegsges and 1in
Bakija and Heim use a panel approach with tax da
substitution framewor ks than oRiasn doofl pthahxt gcnhda nwgietsh
characterize intertemporal-asnbsnctdtiern mhankygst
allow shorter . Thdbsmatmtsomr perodHddeter mining the
di fference 1in 7res poands ed iafcfreorsesn tt acxhpabrygeeyss ailwshat hhe i r
examine separat el necsotmemaitiedsic yfi odrl ahhisgnh evre ry di ffere
depending on how they(denilawlid¢h he artd tto meormtf @l
affectetrahltioms in a given year), whicomecdrwet sbe

34 He finds a positive but insignificant permanent price elasticity of 0.322, a transitory price elastti®0af a

permanent income elasticity of 1.188, and a transitory income elasticity of 0.195. For incomes over $100,000 he finds
an insigificant permanent price elasticity €§.155, a transitory price elasticity €.744, a permanent income

elasticity of 0.611 and a transitory income elasticity of 0.145.

35 For a discussion of some of these issues, see two reprinted CRS redante!®3Gr avel 1 e, “Can A Capital
Tax Cut P aTaxNotesvol B8 (3uly 9, 1990), pp. 2% and“ Li mi t s to Capit al Gains Fee
E f f e Tax Notegvol. 51 (April 22, 1991), pp. 36371.As these two reports taken together show, studieapfat

gains realizations with short intertemporal effects continued to produce the high elasticities that appeared much larger

than reasonable, given that realizations cannot exceed accruals.
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because they are so closely correlatedhacross th
first omne,wthheyr rdeipdomtoetd use fixed timeisffects b
included in*the assessment

Ultimately no study i1is perfect, and thus 1t 1is d
t helsxecl uding the high oerl atshtei cpiatnieels tihnatAactoewne rest 1a9
likely oheretasedcities rankt Secoms ekskatyaldhayt z
unwei ghted Randolph estimate may be biased downw
upwards becausoer osfhofritx epd rei fofdesc tfso rl tiinntaetretleymp or a l
center oefl.ast denictbyme el asticities may be biased 1i:
be above the c¢cross section results rfeoars otnh,a ta nedr a
for reasons stated in theidbodyedf the paper, a u

36 When they used time dummies for the higimmome sample thegot results much like cross section results
suggesting they were identifying effects in a similar way.
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AppendixB.Met hodol ogy for Estimat
Type of Charity and Charitabl

The first step in the estimation i1isedohmeuppare t
of charity to the total share. For example, i f a
their share overall, the price effects of the <ca
were taRaemlefrlthh eo fC ePnhtiel’sa nstthurdoyp yof patte¥ns of ho
Affected taxpayers fell into two categories 1in t
$1, 000, 0000O0. Shares were weightedr dtas edl owasnms ,t he s
adjusrt eld mMioo s on giving; the result was that 89%
with $1 million and over. Note that this methodo
for different types of giving.

Once these ratios muelrtei polbiteadi nbeyd ,t hteh eoyv ewearlel pr i c
reductions in demand due to price effects. To 1in
and the overall income effects, along with the s
subtradthieng fdwetct s of the estate tax, were used.
of the contributions of each type, with the r1ema
contributions. For the compariddém fwidhVbgyubdc &t at
income of the remaining 99% increased by 1. 1%. F
a 0.1% increase 1in income in the top 1% and a 4.
Denotalansg t he ratio -Ddiomhch et sxhmpaywe tbsy dfi ghhach categc
share of all contributions by these taxpayers. T
times the 1income e faf etcitmeosf Ot.hle7 4t70)p. 1T% e+ s(hOa.r7e5 o f
income cat4EBrands73% of contributions are from

37 patterns of Household Charitable Giving by Income Grd@f®5, Prepared for Google by the Center on
Philanthropy at Indiana University, Summer 200715
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AppendixC.Evi dence on Edhasrtiitcaibtliee
Bequests

TabC-®r eports tsheevdeint § at etalt aotf t atdti empt t o estimate L
wealth el asticitiAlst hoofu gchh atrhietsaeb 1set ubdeiqeuse sftisnnd a d
elasticities, they reach two common general conc
elasticity and charitable bequests, generally, r
bequests. The exception tdo btyhiGy esaaecomd dc Me Cll wd il @
and i1is likely explained by their focus on the po
level

Table C-1. Elasticities from Charitable Bequests

Study Price Elasticity Wealth Elast icity

Bakija, Gale and Slemrod (2003’ -2.14 1.56
Joulfaian (2000) -2.26 1.2
Boskin (1976) 12 0.7
Clotfelter (1985) -2.79 0.42
Greene and McClelland (2001) -0.6 0.37
Barthold and Plotnick (1984) no effect 0

Joulfaian (1991) -3.0 0.23

Sources: bn M. Bakija, William G. Gale, and Joel B. SlenuGtaritable Bequests and Taxes on Inheritances

and Estates: Aggregate Evidence from across States and Papers and Proceedings of the Annual Meeting of the
American Economicssociationol. 93, no. 2 (May 2003pavid JoulfaiamEstate Taxes and Charitable Bequests

by the Wealthyy vol. 53, no. 2 (September 2000)lichael J. BoskidEstate Taxation and Charitable Bequests,
Journal of Public Econgmas5, no. 12 (JarfFeb. 1976)Charles T. ClotfelterFederal Tax Policy and Charitable
GivindChicago: University of Chicago Press, 1988mela Greene and Robert McClelladgfaxes and

Charitable Giving,National Tax Journebl. 54, no. 3 (September 200Thomas Behold and Robert Plotnick,

OEstate Taxation and Other Determinants of Charitable Bequédtational Tax Journabl. 37, no. 2 (June

1984) and David JoulfaiadCharitable Bequests and Estate Tagé&tional Tax Journabl. 44, no. 2 (June

1991).
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